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New CPA Letter Supplement Customized for
Members in Small Firms
This month, The CPA Letter introduces a
major change in its format designed to better
serve members. As AICPA members already
know, during the last year Institute President
& CEO Barry Melancon has implemented a
reorganization of the AICPA to create a more
responsive organization that is better able to
anticipate and meet members’ needs. That has
meant challenging the Institute staff at all lev
els to learn more about what members do and
how the Institute can help them improve their
practices and their services. As part of
news
that effort, the AICPA has created update
member segment teams, one of which
will be introduced below.
In addition, we have divided The
CPA Letter readership into member
segments based on job function or firm size
and created specialized supplements for each
group that will deliver information tailored
just for those members. Members will con
tinue to receive The CPA Letter, which will
offer timely, news-oriented stories of interest
to the broad AICPA membership. Your new

What Does the AICPA Do for
Small Firms?
Many practitioners may not be aware of the
AICPA committees and staff teams that exist
to identify and address small firm professional
issues or to provide services to them. This
month, we introduce a committee and two staff
teams—the Small Firm Member Segment
Team and the Division of Professional
Ethics—that either promote or serve small
firm interests.
A Committee Dedicated to Small Firm
Members’ Needs. The Small Firm Advocacy
Committee represents and acts as advocate in
all areas of practice for firms with 10 or fewer
professionals. The committee’s focus is on

supplement will arrive up to 7 times a year as
part of The CPA Letter, and will feature news,
information, articles by recognized experts in
your field or one related to it and other items
of value to members in small firms.
The new supplements also will offer
opportunities to share information across mem
bership groups and enable members to “talk” to
each other about issues, concerns and opportu
nities. The customized supplements will con
tinue to publish updates about what’s going on
in other segments, such as this issue’s
report on the new AICPA Center for
Excellence in Financial Management,
with insights into what these develop
ments mean to you. In addition, the
Institute staff can use the supplements
to communicate with members in areas outside
their own. For example, educators may want to
learn what public accountants or financial man
agers seek in new graduates. The academic and
career development staff could run a notice ask
ing for those members’ opinions, then publish
the results in the education supplement.

issues, products and services in which the
interests and needs of these firms might differ
materially from those of other segments of the
profession or in which their interests appear
not to be adequately recognized.
The Small Firm Member Segment Team.
The Small Firm Member Segment Team is
one of many cross-functional teams of
AICPA staff formed to understand the needs
and wants of various AICPA member con
stituencies. Member segment team members
were appointed from diverse day-to-day
AICPA work teams to ensure that the broad
est range of perspectives and knowledge
could be contributed.
continued on page C2
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Team Mission: To improve the value of
AICPA membership to sole practitioners and
public practice members in firms with 10 or
fewer professionals by serving as their advo
cate within the AICPA.
Team Goals and Objectives:
• Understand and gather information
about the attributes and needs of small firms.
• Identify products and services pro
duced by the AICPA and its competitors for
the benefit of small firms.
• Match small firm member needs with
related AICPA products and services.
• Foster the improvement of the quality,
convenience and timeliness of AICPA prod
ucts and services for small firms.
Team Role: Gather information and
serve as a resource to other AICPA teams
and committees that have small firm con
stituencies, foster the development of work
products and services for small firms and
engage in strategic planning on small firm
practice issues. The team coordinates its
efforts with those of the Small Firm
Advocacy Committee, the Private
Companies Practice Executive Committee,
the Technical Issues Committee and the
Management of an Accounting Practice
Committee, as appropriate.
In-Depth Interviews. As part of the
Institute’s ongoing mission to get better
acquainted with members, each member
segment team will conduct in-depth inter

AICPA

Small Firm Advocacy Committee
• David E. Schlotzhauer, Chair, Mills & Schlotzhauer, LLP (Kansas) 913/469-1066
• Miguel A. Cabrera Jr., M.A. Cabrera & Company, PA (Florida) 305/476-2008
• Horace C. Francis, Francis & Co.(Washington) 206/282-3720
• Mary Ellen Johnson, Trosch & Co.(Pennsylvania) 412/261—4895

•

Thomas J. Mulligan, Mulligan, Topy & Co.(Ohio) 614/461-1040

• Bea L. Nahon, Own Account (Washington) 206/641-5144
• M. Pamela Neely, Own Account (New York) 914/635-9748
• William R. Pirolli, Delfino & Pirolli, PC (Rhode Island) 401/823-5701

•

Austin G. Robertson Jr., Robertson, Bailes & McClelland, LLP (Louisiana) 318/221-3615

•Carole M. Roble, Own Account (New York) 516/377-9800

•Elliot I. Rosenfield, Rosenfield, Holland & Raymon, PC (Massachusetts) 508/999-4548
•

L. Minton Rosenhouse, H. Pearson and Company (Texas) 214/350-1100

• AICPA Staff Aide: Anita Meola, 201/938-3583; fax: 201/938-3404

views that are designed to obtain first-hand
information about each segment’s views on
critical organizational and professionwide
issues:
1. Competitive challenges for members
and their clients.
2. The impact and application of tech
nology.
3. AICPA products and services.
The information gathered will be used
to identify changes and trends within the
accounting profession and, most important,
members’ needs. The team hopes to dis
cover what the AICPA can provide its mem
bers now that will help them address the
challenges and seize the opportunities that
will emerge over the next few years.

Small Firm Member Segment Team
Name

Phone

Area

Linda Volkert, Co-Leader

212/596-6040

Technical Hotline

Patricia Williams, Co-Leader 201/938-3559

Professional Development

Celeste Booth

201/938-3132

Software Development

David Dasgupta

212/596-6111

Public Relations

Stuart Eisenberg

201/938-3481

Financial Management

Gary Freundlich

201/938-3021

Practice Monitoring

Kim Gibson

212/596-6026

Auditing Standards

Graham Goddard

201/938-3796

Magazines and Newsletters

Alisande Hall

201/938-3101

Membership Administration

John Hudson

201/938-3535

Professional and Technology Products

Monte Kaplan

212/596-6061

Management Consulting Services

Anita Meola

201/938-3583

PCPS/MAP

Lisa Winton

202/434-9234

Taxation

The Small Firm Member Segment
Team will conduct in-depth interviews
during the next few months either in per
son or by telephone. Although the team
will be calling small firm practitioners to
set up interviews, it also would very much
like to hear from those who would like to
be interviewed. Contact Linda Volkert at
212/596-6040, fax: 212/596-6233; or
Patricia Williams at 201/938-3559, fax:
201/938-3516.

Online Conference
on Dec. 13

The AICPA Small Firm Advocacy
Committee will conduct an online conference
on selected small firm prac
tice issues on Friday, Dec. 13,
from 2 p.m. to 4 p.m., EST.
The conference will be held
Internet Address
in the AICPA Conference
lvolkert@aicpa.org
Center
and is accessible to all
pwilliams@aicpa.org
CompuServe
subscribers
cbooth@aicpa.org
(type
GO
AICPACONF).
ddasgupta@aicpa.org
Specific issues to be dis
seisenberg@aicpa.org
cussed
will be announced on
gfreundlich@aicpa.org
the
AICPA
’s Web site
kgibson@aicpa.org
(
http://www.aicpa.org
) and
ggoddard@aicpa.org
on
the
Accountants
Forum
on
ahall@aicpa.org
CompuServe. To sign up for
jhudson@aicpa.org
mkaplan@aicpa.org
a CompuServe account, call
ameola@aicpa.org
800/524—3388 and ask for the
lwinton@aicpa.org
AICPA package.

Published for AICPA members in small firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen Goldstein, CPA Letter editor
201/763-2608; fax 201/763-7036; e-mail: adennis20@aol.com
212/596-6112; egoldstein@aicpa.org

AICPA
AICPA Creates New Center for
Excellence in Financial
Management
Small companies often lack in-house finan
cial expertise, so they seek out CPAs to per
form the functions of accounting managers,
controllers or chief financial officers.
Practitioners often must roll up their sleeves
to help solve a small-company client’s dayto-day business problems. Where can CPAs
in these situations find the latest information
on how to tackle tough financial manage
ment challenges?
In the first quarter of 1997, they can
turn to the AICPA’s Center for Excellence in
Financial Management, “a clearinghouse for
AICPA members to obtain state-of-the-art
and timely information and training in cut
ting-edge subjects,” says Institute President
& CEO Barry Melancon.
The Center was designed to help CPAs
retool and develop new skills to meet the
demands of their expanding role as strategic
business partners. Its offerings will include:
• Professional education.
• Research.
• Benchmarking of best practices in dif
ferent areas of financial management.
• Information and publications that will
focus on timely, relevant financial and busi
ness management issues.
“CPAs in public practice must develop
new opportunities to serve their clients by
providing value at a strategic level, focusing
on the future and not the past,” said
Melancon. “The Center is the appropriate
place for these members to turn for the
skills and tools necessary to remain prof
itable and competitive.”
Emanuela LiMandri,
212/596-6157

IT Competency Study
To remain competitive, CPAs in firms of all
sizes must stay abreast of the latest develop
ments in every area of business and
accounting. Core competencies is the phrase
for the skills and knowledge needed by
CPAs in all disciplines. One crucial core
competency is information technology,
which has been cited as the number one
challenge facing accountants today. A new
study by an AICPA task force addresses
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some of the recent developments in this area
and offers help for practitioners.
In Dec. 1995, the Education Committee
of the International Federation of
Accountants (IFAC) released Guideline #11,
“Information Technology in the Accounting
Curriculum,” to help its member bodies
develop programs to enhance technology
competence of present and future members.
In response, an AICPA task force, in its
paper, Information Technology
Competencies in the Accounting
Profession: AICPA Implementation
Strategies for IFAC Guideline No.
11—Implications for Education and
Practice, attempts to address imple
mentation and implications of the guidelines
for various U.S. constituency groups.
The paper is divided into four domains:
education, work, CPE and licensing and
regulation. The work domain, the one under
direct control of CPAs in practice, involves
these critical management responsibilities:

6. Accountability and outcome assess

Many organizations spread technol
ogy costs throughout departments and capi
talize them. This prevents management
from obtaining a complete picture of the
total cost of technology. Organizations
should budget and account for technology
expenditures for the entire company, then
compare them to industry benchmarks.
Technology management must
continue to improve. The CPA pro
fession has an important role and
responsibility for its development
and improvement. Action plans for
the various domains are specified in
the paper.
Note: Both the IFAC and the AICPA
documents are available on the AICPA’s
home page (www.aicpa.org) under the
Information Technology Team (Technical)
and Academic and Career Development
Team (External Relations) sites.
ment.

news & notes

1. Leadership and visionary skills.

Technology leaders have a passion to
improve the organization, are able to man
age risk and change, can build a team and
possess visionary skills.
2. Technical support. Technical and
training skills are a necessary complement
to leadership and vision. Since one person
may not have all of these skills, a team
approach may be the best solution.
3. Training. Training and implementa
tion represent about 70% of the total cost of
automation. Hardware and software account
for the remaining 30%. Companies often
forget about the training and implementa
tion time and cost requirements. The paper
contains a sample training curriculum for
introductory, intermediate and advanced
technology-related skill-training programs.
4. Written three-year plan. The strate
gic planning process for every organization
should include a three-year IT component
made up of objectives; requirements; priori
ties; identification of project teams,
resources and due dates; and an action plan.
5. Three-year budget. Technology bud
geting is relatively new and in the past was
included in an organization’s capital budget.
The advancement of technology and rapid
development dictate a separate budgeting
process. Systems now last for 2 to 3 years
rather than 5 to 10 years. Software is
updated at least annually.

New Credit Union Supervisory
Committee Audit Regulations
Firms that have credit union clients should
be aware that the National Credit Union
Administration revised Supervisory
Committee Regulation, Part 701.12, “Audits
and Verifications” (Federal Register, Aug.
8)—and of an AICPA Audit Advisory
regarding the regulations. The new regula
tions specify the requirements for perform
ing annual credit union supervisory commit
tee audits and expand the audit scope
responsibilities if the audit is performed by
an independent compensated auditor. Credit
union supervisory committees are responsi
ble for ensuring that members’ funds are
protected, financial records and operations
are in order and elected officials carry out
their duties properly. As part of that respon
sibility, supervisory committees are required
to perform—or to engage someone indepen
dent of the credit union to perform—proce
dures directed at specified accounts, ele
ments or items in the financial statements to
ensure the financial condition of the credit
union is accurate and fairly presented.
The new regulations, which are effec
tive for audits conducted for and covering
the audit period ended Dec. 31, 1996, and
thereafter, say that federal and federally
continued on page C4
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insured state chartered credit unions may
satisfy the requirement to have an annual
supervisory committee audit when, among
other things, an independent CPA performs
an audit of the credit union’s financial state
ments in accordance with generally
accepted auditing standards or performs an
agreed-upon procedures engagement.
Practitioners are cautioned that the
Audit Issues Task Force of the AICPA
Auditing Standards Board concluded that
an agreed-upon procedures engagement
performed under Statement on Auditing

AICPA

Standards No. 75, Engagements to Apply
Agreed-Upon Procedures to Specified
Elements, Accounts, or Items of a
Financial Statement (AICPA, Professional
Standards, vol. 1, AU sec. 622) or
Statements on Standards for Attestation
Engagements No. 4, Agreed-Upon
Procedures Engagements (AICPA,
Professional Standards, vol. 1, AT sec.
600), cannot, by itself, satisfy all of the
objectives of a supervisory committee
audit as specified in section 701.12(c)(3)
and (4) of the NCUA regulations. The

Spotlight: AICPA Division of Professional Ethics

AITF concluded that a CPA can satisfy the
supervisory audit requirement in its
entirety only by performing an audit of the
credit union’s financial statements in
accordance with GAAS.
Practitioners should read the Credit
Union Industry Developments—1996/97
(No. 022198CLA11) for further discussion
of the implications of the new requirements
to independent auditors.
Order Department: 800/862-4272

Interpretation 102-2, Conflicts of Interest, says that a conflict of
interest may occur if a member performs a professional service for a
client and the member has a relationship with another entity that
could be viewed as impairing the member’s objectivity. Clearly, if the
member believes he or she cannot be objective in the performance of
the PFP engagement, he or she should not perform such service. If,
however, the member believes that he or she can per
form the engagement with objectivity, discloses the
financial relationship with the business to the client and
obtains the client’s consent to perform the engagement,
the member may continue to perform the PFP service.

A.

Amid rapid changes in the business environment and in client
expectations, CPAs may be asked or seek to perform new services
or they may find that the nature of their relationships with clients,
employees or employers is changing. The Institute’s Division of
Professional Ethics can help practitioners ensure that their actions
always meet the profession’s high ethical standards.
A major division activity is the ethics hotline.
Ethics division staff respond to more than 7,(XX) calls
annually from members regarding independence and
the behavioral standards rules of the code. Through the
division’s relationship with its members, federal and
state regulatory bodies and state CPA society ethics committees, its
staff can provide insights into ethics trends. This service provides
valuable information and an ethics sounding board to members
encountering ethics problems in their practices and to members who
are not in public practice.

professional

issues

Ethics Hotline: 800/862 4272

Here are some sample questions:
During an engagement to prepare an individual tax return, a
member discovers that the client has significantly underreported
income during prior years. After advising the client on the appropri
ate action to take and determining that the client is not going to act
on such advice, the member decides to withdraw from the engage
ment. Is the member under any obligation to bring the matter to the
attention of the federal or state taxing authorities?
A. Rule 301, Confidential Client Information, prohibits a member
from making disclosures to third parties without client permission.
However, an exception to the rule provides that if the member is
served with a validly issued and enforceable subpoena or summons,
or an existing state or federal law and/or regulation requires disclo
sure, the member may disclose the information in compliance with
the subpoena, summons, law or regulation without violating the
AICPA Code of Professional Conduct.
Q.

A member has a financial interest in a business. May the member
recommend that a client invest in that business as part of a personal
financial planning engagement?
Q.

May a member sell securities for a commission to a tax client of
his or her firm?
A. Rule 503, Commissions, allows the sale of securities for a com
mission to a tax client of a member’s firm provided the disclosure is
made in accordance with the rule.
Q.

May a member compile the financial statements of an entity that
he or she audits?
A. The Code of Professional Conduct does not prohibit a member
from auditing the financial statements that he or she compiled, pro
vided the member maintains his or her independence in accordance
with Rule 101 and its interpretations and complies with the appropri
ate standards of practice for the performance of the accounting and
auditing services (that is, statements on standards for accounting and
review services and statements on auditing standards, respectively).
Q.
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